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FOREWORD 

The most serious pro Ib m9 is facin: cr the small-business man since the 
advent of the fighting in Korea are: Inability to get sufficient quanti- 
ties of critical materials to maintain civilian production ; inability to 
vel iad defens« contracts, on wine a prime ol subcontract basis 


\ . 


keep his busit less gone: and nability to finance the exXpahsion 
I 
necessary to enable him to pet cane fense work, 
Realizing this, the Congress in 1950 set forth the policy— 


that small-business enterprises be encouraged to make the greatest possible 
contribution toward achieving the objectives of this Act 
= ; : eee ; 
he intent expressed in this language unfortunately fell far short 


of fulfillment. In the dndanthio since the passage of this legislation, the 
over-all position of small producers in our economy deteriorated at 
an aiarming rate. 

Inclusion by Congress on July 31, 1951, of the Sparkman-Patman 
amendment to the extended Defense Production Act of 1950 created 
the Small Defense Plants Administration. This agency is charged 
with carrying out the congressional policy that— 

a fair proportion of the total purchases and contracts for supplies and services 
for the Government shall be placed with small-business concerns 

The authority gviven to the Small Defense Plants Administratio1 
to accomplish t his policy is broad. Government 7 agencies 18S ung 
orders limiting or expanding production, formulating policy in grat 
Ing priorities, or allocating materials or supplies are required to con- 
sult with the Administration to insure that small-business concerns 
are given fair treatment. Studies on the effect of price, credit. and 


ag controls imposed under the defense program may be mace by 


t] Administration. If it is found that these controls diseriminat 
against or impose undue | rdship upon small pgs ts — 
tration may the n make recommendat! Ons vo the appropriate Federal 
agency for the ac djustment of the contr to the pair ‘of smal] 


business. 

The Small Defense Plants Administration was granted authority to 
channel defense contracts to small] companies. This nay be accon 
plished by the following methods: 

1. Certification by the Small Defense Plants Administration to a 
proe urement oftie er of the ec: apac ity and « redit of a sme il] pls wnt or gro up 


of small plants to perform a contract shall require such officer to award 
the contract to the duly certified plant or “pool” of small- plant 
facilities 

2. Encouraging large prime contractors to subcontract to small 


business concerns. The Small Defense Plants Administration is 
empowered to obtain reports from prime contractors on the extent to 
which they are subcont racting to small companies. 

If necessary to increase the use of small-business facilities, the 
Small Defense Plants Administration may itself agree to supply the 


Itt 
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Government as prime contractor and to subcontract such contracts in 
their entirety to qualified small plants. 

A revolving fund of $50,000,000 is provided to carry out this provi- 
sion and also to provide technical and managerial aids to small- 
business concerns. 

To assist in the financing problem, the Small Defense Plants Admin- 
istration shall recommend to the Reconstruction Finance Corporation 
loans or advances to small-business concerns for financing plant con- 
struction, conversion, expansion, and other needs of this nature con- 
nected with military or essential civilian production. The terms, con- 
ditions, and maturities of such loans are to be determined by the 
Reconstruction Finance Corporation. 

This legislation was enacted to assist small-business concerns in 
these basic problems that face them in a mobilization period. It is 
sincerely hoped that it will be successful. 

JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Unite ad State 8 ey nate. 
Ocrosper 15, 1951. 
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Secrion 714 or THE Derense Propucrion Acr or 1950 (Pusiic Law 


774) as AMENDED By Section 110, Derense PRopucTion AcT 
\MENDMENTS OF 1951 (Pupxiic Law 96) 





Src. 110. (a) Title VII of the Defense Production Act 

of 1950 is amended by adding after section 713 the fol- 
om }) section : , 

‘SEC (a) (1) It is the sense of the Congress that rn : 
mall-business concerns be en couraged to make the oreat- 
est possible contribution toward achieving the objectives 

f this Act. In order to carry out this policy there is 
hereby created an agency under the name Lisene-oy Defense Frallp 
Plat ts Lauministrat on’ ( herein: ifter re ferre: to as the istr 
Administration), which Administration shall be under directo : 
the general direction and supervision of t , Pre sident supervision 0 
and shall not be affiliated with or be wit iin any other the Presiden 


mt 
Vwrane 
AVeTI 


y or department of the Federal Government. The 22dere! 
princeips il office of the Administration shall be located in Offices 
the District of Columbia, but the Administration mar 
stablish such branch offices in other places in the United 
states as may be determined by the Administrator of the 
a Kor the purposes of this section, a — 
l-busines Ss concern shall be deemed to be one which 
Is ca ~pendently owned and oper ated and which is not ‘ati 
dominant in its field of operation. The Administration, criteria. 
In making a a det: alled def finition, may use these criteria, 
among othe rss inde pen lene V of ownership : and G pers ition, 
number of employees, dollar volume of business, and non- 
dominance in its field 
2) The Administration is authorized to obtain Revolving 
money from the Treasury of the United States, for use 
n the performance of the powers and duties granted to 
or 1mMpos ed upon it by law, not to exceed a total of $50,- 
100.000 outst: nding at any one time. For this purpose 
ippropriations not to exceed $50,000,000 are hereby 
él ithorized to be made toa revolving fund in the Treas- 
ry. Advances shall be made to the Administration 
from the revolving fund when req iested by the Admin- 
stration. This revolving fund shall be used for the 
purposes enumerated subsequently in subsection (b) (1) 
(B), (C), and (D). Reimbursements made to the 
Administration under these operations shall revert to 
the revolving fund for use for the same purposes. 
(3) The management of the Administration shall be A@ministrator. 
vested in an Administrator who shall be appointed by 
the President, by and with the advice and consent of the 
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Senate, and who shall be a person of outstanding quali- 
wh to be familiar and sympathetic with 

needs and problems. The Administrator 
ll receive compensation at the rate of $17,500 per 


+ 
num. The Administrator shall not engage in anv 


ther business, vocation, or employment than that of 

rving \dministrator. The Administrator is author- 

ead to appomnt two Deputy Administrators to assist 

Xt it on of the functions vested in the Adminis- 

iT1O ty Admu strators shall be paid at the rate 
) i l hi. 

i l \dmiunistratio1 s] il] not have Succes sion, 

ond .J ( : LYov, except fo. purposes of liquidation, 

ded beyond s ch date pursuant to 

Act of ( . It shall have power to adopt, alter 

h ill b | | rally hot d LO e] Cl 

1} emplover tormeys and 

necessary for tl tral etion of bu | 

1 e stration: to define t rauthority and 

| then cat fix the } ties th ¢ 

1. ihe Ac l ito} i with the consent ot ay \ board, 

is le} ieht ¢ tablishment, or executive dle 

nent of the Government, may avail itself of the use 


formatic e] es. fa lities, including anv field 
‘e thereof, officers, and employees thereof in carry 

y out the prov sions of this section, 
») All monevs of the Administration not otherwise 
{ ploved ay be deposited with the ‘Treasurer of the 
United States subject to check by authority of the Ad 
stration or in any Federal Reserve bank. The Fed- 


il Reserve banks are authorized and directed to act as 
epositaries, custodians, and fiscal agents for the Admin 
the veneral performat ce of its powers con- 
ferred by t s Act. Al] insured banks, when designated 
by the Secretarv of the Treasury. shall act as custodians, 
ind financia iwents for the Administration. 

"(b) (1) Witho t regard to any other provision of law 


ept the regulations prescribed under section 201 of t] 


le 

First War Powers Act, 1941, as amended, the Admini 
\ to recommend to the Reconstruction Rin ance 
{ rporation loa or advances, on such terms and 


conditions and with such maturity as the Recon- 
truction Finance Corporation may determine on its 
wh discretion, to enable small-business concerns to 
nance plant construct ion, convel sion. or expan sion. 

‘luding the acquisition of land; or finance the 
acquisit ion of equipment, facilities, machinery, sup 
plies, or materials; or to finance research, develop 
ment, and experimental work on new or improved 
products or processes; or to supply such concerns 
with capital to be used in the manufacture of ar- 
ticles, equipment, supplies, or materials for defense 
or essential civilian purposes; or to establish and 


Depositaries 


of funds 


Loans. 
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operate technical laboratories to serve small-business 
concerns: such loans or advances to be made or 
effected eithe Tr cirectly by the Reconstruction Fi- 
nance Corporation or in cooperation with banks or 
other lending institutions through agreements to 
participate in insurance of loans, or by the purchase 
of p: rticipation s, or otherwise: 
‘(B) to enter nto contracts with the United Contract 


States Government and any department, agency. 


officer thereof having procurement powers obhy 
Whe the Ach WI tration fo furnish ‘art le . et 1) 
ment, supplies, or materials to the Govern 

"(© ) to ar re for the performance of such ; 
‘ontracts by letting subeontracts to small-busines 
oO ( s or othe fo! the manutacture Dpiv. Ol 
isse iv of irticles, eq pn t. su es, O1 
materials, or parts thereof. or servi gy or proces 
ng il nnection therewith, or such mat vement 

Vice iS ma | necessary to enable t! \dmn 

1 ] 


“(D) to provide technical and managerial aids © 


! oo } 
to small-business concerns, by maintaining a clear 
inghouse for technical information, by cooperating 
. A = 

1 ‘ ° oe é 
with other Government agencies, by disseminating 


information, and by such other activities ‘as are 
deems d appropri ite bv the Administration. 


2) In any case in which the Administration certi- Precuren 


hes to any officer of the Government having procure- ized t ract 
ment powers that the Administration is competent to with SDPA 
pel form any sper ific Government procuren ent contract 
to be let by any such officers, SUK h oflicer shall be vuthor 
ized to let such procurement contract to the Administra 
tion upon such terms and conditions iS may be agreed 
upon between the Administration and the procurement 
officer. 
‘(c) (1) Whoever makes any statement knowing it ne “id 


to be false, or whoever willfully overvalues any security 
for the purpose of obtaining for himself o1 for any aD 
pli ant anv loan, or extension thereof by renewal, de 
ferment of action, or otherwise, or the acceptance, 
lease, or substitution of security therefor, or for t 
purpose oO ‘f influencing in any way the action of the Ad- 
ministration, or for ‘the purpose of obtaining money, 
ee or anything of value, under this section. shall 
be punished by a fine of not more than rues or by 
imprisonment for not more than two years, or both. 

“(2) Whoever, being connected in any pot ity with Misappropria- 

. ° ° tion, embezzle- 

the Administration, (A) eidinanien. poe acts, purloit S, ment, etc 
or willfully eduayilion any moneys, funds, securities, or 
other things of value, whether belonging to it o rp sledged 
or otherwise entrusted to it, or (B) with intent to de- 
fraud the Administration or any tis body politic or 
corporate, or any individual, or to deceive any officer, 
auditor, or examiner of the Administration, makes any 


} 
re ne 
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false entry in any book, report, or statement of or to the 
Administration, or, without being duly authorized, 
draws any order or issues, puts forth, or assigns any 
note, debenture, bond, or other obligation, or draft, bill 
of — morte@age, judgment, or clecree thereof, oO 
(C) with intent to defraud participates, shares, receives 
directly or ‘indirecth any money, profit, property, or 
benefit through any transaction, loan, commission, con- 
tract, or any other act of the Administration, or (D) 
gives any unauthorized information concerning any fu- 
ture action or plat ot the aoa trat ion whi h might 
affect the v ilue of securities, or, having sucn knowledge, 
invests or speculates, directly or indirectly, in the secu- 
rities or pre perty of any company or corporation re- 


‘eiving loans or other assistance from the Administration, 


shall be punished by a fine of not more than $10,000 or 
by imprisonment for not more than five years, or both. 
‘(d) (1) It shall be the duty of the Administration 
ind I~ is nerevy empowered, to coordinate and to asce1 
tain the meat by which the productive capacity of 
small business et ‘erns can be most effecti\ ly utilized 


for national deft nse and essential ( iilian proat iCLION, 
oo It shall be the duty of the A dministrat on and it 

c hereby empowered. to ¢ mnsult and cooperate with })- 

propriate gover! ‘les in the issuance of all 


lay +} andinge Madnetian hv _ 4 ] 
cathe lj nitine oF} expalit Ihe production DOV. OF In tne 


formulation of policy in granting priorities to, business 
4 } } = 1 : ] 
Concernhs, Ali such vovernmentai agencies are required, 


before issuing such orders or announcing such priority 
policies, to consult with the Administration in order that 
small-business concerns will be most effectively utilized 
1) the 7 a a ot articles, equipmen is 2 Up} lies and 
mater} for national defense and essential civilian 
}) rposes 

‘(e) The Administration shall have power, and. it is 
hereby directed, whenever it determines such action is 
necessary 


‘(1) to make a compl te inventory of all produce 
ive Ta ilit es of small bus hess concerns whi hy ean 
be used for defense and essential civilian } produ tion 
or to arrange for such in ve ntory to be ni rade by any 
other governmental agency W hich has the fac ilit ie 
In making any such inventory, the appropriate 
agencies in the several States shall be requested Lo 
furnish an inventory of the productive facilities of 
small-business concerns in ac h respective State if 
such an inventory ieavailabives in prospect ; 

*(2) to consult and cooperate with officers of the 
Government having procurement powers, in order 
to utilize the potential productive capacity of plants 
operated by small-business concerns; 

“(3) to obtain information as to methods and 
practices which Government prime contractors 
utilize in letting subcontracts and to take action to 


False records, 
ete. 


Profiting from 
Administration 
transactions. 





Relationship 
with Govern- 
ment procure 
ment officers, 


Relationship 
with Govern- 
ment prime 

contractors, 
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encourage the letting of subcontracts by prime con- 
tractors to small-business concerns at prices and on 
conditions and terms which are fair and equitable; ., 
: . . Incentive to 

“(4) to take such action, authorized under this gmail business 
section, as is necessary to provide small-business con- 
cerns with an adequate incentive, excluding sub- 
sidies, to engage in defense and essential civilian 
production and to facilitate the conversion and 
equipping of plants of small-business concerns for 
such production. 

“(5) to determine within any industry the con “Small-bus 
cerns, firms, persons, corporations, partnerships, co- oar 
operatives, or other business enterprises, which are 
to be designated ‘small-business concern’ for the 
purpose of effectuat Ing the provisions of this section: 

*(6) to certify to Government procurement of- Certificates of 
ficers with respect to the competency, as to capacity 
and credit, of any small-business concern or group 
of such concerns to perform a specific Government 
procurement contract: 

“(7) to obtain from any Federal department, es ene Ae 
tablishment, or agency engaged in defense procure-_ subcontracts 
ment or in the financing of defense procurement or 
production such reports concerning the letting ot 
contracts and subcontracts and making of loans to 
business concerns as it may deem pertinent in carry- 
ing out its functions under this Act: 

“(S) to obtain from suppliers of materials infor Informatio: 
mation pertaining to the method of fillin cane 
and the bases for allocating their supply, whenever 
it appears that any small business is unable to ob- 
tain materials for defense or essential civilian pro- 
duction from its normal sources: 

“(9) to make studies and recommendations to the studies and 
appropriate Federal agencies to insure a fair and 
equitable share of materials, supplies, and equip 
ment to small business concerns to effectuate the 
defense program or for essential civilian purposes; 

“*(10) to consult and cooperate with all Govern- Fair treatment 
ment agencies for the purpose of insuring that aa 
small-business concerns shall receive fair and reason- 
able treatment from said agencies; and 

“(11) to establish such advisory boards and com- avi 
mittes S wholly representative of smal] business as bo rds and 


¥ orders material 


( 


may be found hecessary to achieve the purposes of 
this section. 

“(f) (1) In any ease in which a small-business con- Coneclusiveness 
cern or group of such concerns has been certified by or of competes 
under the authority of the Administration to be a com- 
petent Government contractor with respect to capacity 
and credit as to a specific Government procurement con- 
tract, the officers of the Government having procurement 
powers are directed to accept such certification as con- 
clusive, and are authorized to let such Government pro 
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curement contract to such concern or group of concerns 
without requiring it to meet any other requirement with 
a t to capacity and credit. 

“(2) The Congress has as its policy that a fair pro- 
re of the total purchases and contracts for supplies 
and services for the Government shall be placed with 
small-business concerns. To effectuate such policy, 
small-business concerns within the meaning of this sec- 
tion shall receive any award or contract or any part 
thereot as to which it is determined by the Admiunistra- 
tion and the contracting procurement agencies (A) to 
be in the interest of mobilizing the Nation’s full produe- 
tive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such con- 
tract to a small-business concern. 

*(3) Whenever materials or supplies are allocated by 
law, a fair and equitable percentage thereof shall be allo- 

‘ated to small pi ints unable to obtain the necessary ma- 
terials or supplies from usual sources. Such percentage 
shall be determined by the head of the lawful allocating 
authority after giving full consideration to the claims 
presented by the Administration. 

(4) Whenever the cb reomge invokes the powers 
given him in this Act to allocate, or approve agreements 
allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal 
listribution in the civilian market, he shall do so in such 
a manner as to make available, so far as practicable, for 
business and various segments thereof in the normal 
channel of distribution of such material, a fair share of 
the available civilian supply based, so far as practicable, 
on the share received by such business under normal 
onditions during ‘l representative period preceding 
June 24, 1950: Provided, That the limitations and re- 
trictions imposed on the production of specific items 

ould lve due consideration to the needs ot new con- 
cerns. 

“(o) The Administration shall make a report every 
nll et) days of operations under this title to the Presi- 
dent, the President of the Senate, and the Speaker of the 
House of Representatives. Such report shall include the 
names of the business concerns to whom contracts are let, 
and for whom financing is arranged, by the Adminis- 
tration, together with the amounts involved, and such 
report shall include such other information, and such 
comments and recommendations, with respect to the rela- 
tion of small-business concerns to the defense effort, as 
the Administration may deem appropriate. 

“(h) The Administration is hereby empowered to 
make studies of the effect of price, ¢ redit, and other con- 
trols imposed under the defense program and whenever 
it finds that these controls discriminate against or impose 
undue hardship upon small business, to make recom- 


Fair proportior 
of business. 
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productive 
capacity. 


National de 
fense program 
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mendations to the appropriate Federal agency for the 
adjustment of controls to the needs of small business. 

“(i) The Reconstruction Finance Corporation is au- 
thorized to make loans and advances upon the recom- 
mendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed 
an aggregate of $100,000,000 outs standing at any one 
time. on such terms and conditions and with such matu- 
rities as Reconstruction Finance C orporation may cleter- 
mine. 

“(}) The President may transfer to the ee 
tion any functions, powers, and duties of any depart- 
ment or agency which relates primarily to sm: all business 
prob lems. 

“(k) No loan shall be recommended or equipment, 
facilities, or services furnished by the Administration 
under this section to any business enterprise unless the 
owners, partners, or officers of such business ente rprise 
(1) certify to the Administration the names of any attor- 
neys, agents, or other persons eng: aged by or on behalf 
of such business ente? prise for the purpose ofe xpe liting 
applications made to the Ac Iministration for assistance 
of any sort, and the fees paid or to be paid to any such 
persons, and (2) execute an agreement — any sucl 
business ente rprise for a period of two years after any 


assist: unce is rendere: | by the A tininisteathons to suen 
business enterprise, to re Frain 


from e er ing, tender 


Ing any office or employment to, or retaini g for profes- 
S101 al se rvices, an pel rson who. on the 5 date - ich assist 
ance or any part the reof was rendered, or within one vear 


prior thereto, shall have served as an ofii 
agent, or employee of the Administration occupyll ga 
position or engaging in activities which the Admin 
tration shall have determined involve discretion w 
respect to the eTranting of assistance un der this sectl ion. 
“(1) To the fullest extent the Administration deems 
practicable, it shall make a fair charge for the use of 
Government-owned property and make and let contracts 
on a basis that will result in a recovery of the direct 
costs incurred by the Administration. — 
(m) There are hereby authorized to be appropriated 
such sums as may be necessary and appropriate for the 


carrying out of the provisions and purposes of this 
section. 


O 


Hicer, attorney, 


“I 


Authorization 
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upon recom- 
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SDPA. 
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